APR 30 1981

Gentlemen:

Your spplication for exemption from Federal Income tax as an organizatlion

described In Sectlion 501(c)(3) of the Internal Revenue Code has been
conslidered.

ed discloses that your organization was Incorporatsd om ..—
under the provisions of the Statutes of the State of
as a nonprofit corporation.  Your purposes, as stated In the
Articles

of incorporation, are '‘to engage In any lawfu) activities autho-
rized by ﬁof the Statutes, and to promote the de-
velo t, Improvement and use of the subdivision known as
B ocated v NN

Information you have submitted Inilcates that the only actlvity sponsored
by your organization Is the maintalning of a q-acro plot of land, which
Is owned by the assocliation, used by members only; and the maintenance of
a small public park for the Village of « You state the reason
the public Is not allowed to use your -acre plot of land Is because of
""Insurance problems”. You have Installed ''no trespassing'" signs around

the ~acre area so the public does not enter. Your members use this
area for hiking purposes primarily.

Membershlp dues of s* per year Is pald by all members. Your member-
of th

ship consists of all o owmers of lots in [NEGE -

Sectlon 501(c) (3) of the Internal Revenue Code exempts from Federal Incoms
tax corporations and sny coomunity chest, fund or foundation, organized
and operated exclusively for religlous, charitable, sclentific,. testing
for public safety, 11terary or educational purposes, or for the prevention
of cruelty to chlldren or animals, nc part of the net sarnings of which
fnures to the benefit of any private shareholder or Individual.

Sectlon 1.501(c) (3)-1(b) of the incoms Tax Regulations states that an organ-
1zatlon Is organized exclusively for one or more exempt purposes only If

Its articles of organization 1imit the purposes of such organization to one
or more exempt purposas Indicated In Sectlon 501(c)(3) of the code.

section 1.501(c) (3)~1(c) of the Income Tax Regulations states that an or-

ganization wlll be regarded as opsrated exclusivaly for one or mors exespt
purposss only If It engages primerlly In activities which accomplish one



or more of the exempt purposes specifled In Section 501(c)(3). An organ-
1zation will not be so regarded 1f more than an Insubstantial pert of Its
activities Is not In furtherance of sn exempt purpose of Section 501(c)(3).

Section 1.501(c) (3)-1(d) (1) (11) of the Income Tax Regulations provides
that an organization Is not organlized and operated exclusively for Section
501(c) (3) purposes unless 1t serves a publlc rather than a privete Interest.

Your organization does not mest elther the organizational or the operational
tests under Section 501(c)(3). Your Articles of Incorporstion do not limit
the purposes of your organization to Sectlion 501(c)(3) purposes and do ex-
pressly empower you to engage In a substantla) manner In activities which
are not in furtherance of Section 501(c)(3) purposes. More then sn Insub-
stantial part of your activities are not In furtherance of the purposes of
Section 503 (c)(3), because you restrict the use of your [JJJ-acre piot of
land to the recrestional pursults of members only, and do not allow the
public to use your land. Private Interests are thereby being served.

Accordingly, It Is held that you are not entitlied to exemption from Federal
Income tax under the provisions of Section 503 (c)(3) of the Internal Revenus
Code, and your request for exempt status under that section Is denied.

Section 528 provides for the flling of income tax returns of owners of con-
dominlums, cooperative apartmants, and residential real estate management
assoclatlons orgenlzed and operated to provide for the acquisition, con-
struction; management and msintenance; and care of essoclation property with
respect to a subdivision, development or simllar area used by iIndlviduals
for residences. Organizations which flle Federal Income tax returns under
thils section of the code do not recelve a speclial determination of tex exempt
status, but elect each year to flle Form 1120-H, U.S. Income Tax Return for
Homeowners' Assoclation, In lleu of Form 1120 for tle taxable year of the
organization. Therefore, wa are making no determination with respect to the
applicabllity of Section 528 to your organization.

If you do not agree with these conclusions, you may request Appesis 0ffice
conslderation. To do thls, you must submit to the District Director within
30 deys from the date of this letter, a statement of facts, law, and argu-
ments, In dupllcate, which will clearly set forth your position. You also
must state whether you wish an Appsals 0ffice Conference. Any submission
must be signed by one of your principal officers. If the matter Is to be
handled by a representative, the Conference and Practice Requirements re-
garding the flling of a power of attorney and evidence of enroliment to
practice must be met.

1f you do not protest this proposed determination In a timely menner, It
will be considered by the Internal Revenue Service as a fallure to exhaust
avallable administrative remedles. Section 7428(d) (2) of the Interna!l



.3.
I

g

Revenue Code provides In part that, ''A:declerstary judgment or decree under
thls section shall not be |ssued In any proceeding unlass the Tax Court,

the Court of Clalms, or the District Court of the United States for the
District of Columbla determines that tha orgsnizetiaon Invelved has exheusted
adninistrative remedles avallable to It within the .Internal Revenve Service.’

On final determination, "‘copl'oi.'of i'h.i: tetter will be forwarded to approprlate
State offlclals In secordance with Séction 6104(c) of the Internal Revenve
m. "‘ o, LR LA a '

o LA .
v, »

1# we do not_hear from you within the time specifled, this communication
will become our determination In the metter. :

Very truly yours,

I
Dissrlict Director

Enclosure? .
Publication 892





